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THE BUDGET AS A MEANS OF LOCATING RESPON- 
SIBILITY FOR WASTE AND INEFFICIENCY: 

WHAT THE PRESIDENT IS TRYING TO DO BY WAY OF BUDGET 
MAKING FOR THE NATIONAL GOVERNMENT* 



I 



AM assuming that you wish me to say something concrete 
about what the President is trying to do by way of budget 
making for the National Government. 



The Presidents Inquiry into Economy and Efficiency 

The first step which was taken by the President looking 
toward a revision of methods of making and submitting esti- 
mates for the National Government was in October, 1910. An 
appropriation of $100,000 had been made at his request 

to enable the President * * * to inquire more effectually into the 
methods of transacting public business * * * with a view to inaugurating 
new or changing old methods * * * so as to attain greater economy and 
efficiency therein * * *. 

A preliminary inquiry was first organized under Hon. Charles D. 
Norton, Secretary to the President. In mapping out the inquiry 
it was thought that the investigation of methods should bear on 
one or the other of two subjects, i. e, y it should look toward 
more intelligent and more efficient "planning" or it should 
look toward the more efficient and economical " execution of 
plans'" One of the first subjects to which attention was given, 
therefore, was the procedure related to the making of estimates 
and appropriations — the subject of " planning " for the next 
year's business. 

The Appointment of a Commission of Experts to Report with 

Recommendations 

March 8, 191 1, the President's Commission on Economy and 
Efficiency was organized. This Commission took over the work 

*Paper read by Frederick A. Cleveland, Chairman of the President's Commission 
on Economy and Efficiency, before the Academy of Political Science in the Ciiy <>i 
New York, October 26, 191 2. 



*l 



4 THE BUDGET AND RESPONSIBILITY 

which had been begun under Mr. Norton, and, among other 
things, undertook to prepare a report on the need for a national 
budget. On June 19, 191 2, about fifteen months after the 
Commission was organized, it submitted its report on this sub- 
ject with recommendations to the President. 1 

The President Decides to Prepare and Submit a Budget 

As a first step toward providing the necessary means for 
locating both executive and legislative responsibility for the in- 
• telligence and the efficiency with which plans are made, the 
Commission recommended that the Executive should prepare 
and submit to Congress each year a prospectus of work to be 
undertaken, with an estimate of cost. The report of the Com- 
mission was approved and sent to Congress by special message 
June 27 last. On July 10 the President addressed a letter to 
each department head in which he said : 

It is my desire to send to Congress, at the same time that the Book of 
Estimates * * * is presented by the Secretary of the Treasury, a 
budget along the lines set forth in my message to Congress of June 27 
last. In order that this may be accomplished it will be necessary for 
the head of each executive department and other Government establish- 
ment to prepare two sets of estimates and summaries of estimates, one 
in accordance with the present practise and one substantially in accord- 
ance with the forms contained in the report of the Commission on 
Economy and Efficiency, which was sent to Congress with my message. 

Attempt to Prevent Action of President 

The message with the report of the Commission was laid be- 
fore Congress too late to receive formal consideration. The 
Committee on Appropriations took cognizance of the report 
and recommendations approved by the President as well as of 
his letter of July 10, and inserted in the revised draft of the 
legislative, executive, and judicial appropriation bill (the first 
bill having been vetoed), the following: 

Sec. 9. That until otherwise provided by law, the regular annual esti- 
mates of appropriations for expenses of the Government of the United 
States shall be prepared and submitted to Congress, * * * only in the 

1 " The Need for a National Budget" House Document 854, 62d Congress, 2d 
session, 575 pp., transmitted to Congress by special message of the President June 
27, 1912, referred to the Committee on Appropriations, and ordered printed. 
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form and at the time now required by law, and in no other form and at 
no other time. 

The belated appropriation bill containing this clause was passed 
on August 24. Explaining the purpose of section 9, just 
quoted, the chairman of the Committee on Appropriations on 
the floor of the House, said : 

// was believed * * * that it would not be wise for Congress to abdicate, 
even by implication, its prerogative in this matter. A message from the 
President had already laid before Congress a very full and luminous ex- 
position of the proposed " national budget," and until it could be de- 
termined by careful and deliberate study of the scheme whether it 
should be accepted and adopted, it was not deemed wise or provident 
to have, as indicated in the public press, the time and energies of large 
numbers of the most capable persons in the several branches of the 
public service diverted to transforming the entire estimates for the next 
fiscal year into this new and unauthorized plan of a so-called national 
budget, to the neglect of their ordinary and pressing duties. 

The President Orders Heads of Departments to Co-operate in 

Preparing a Budget 

This statement was made by the chairman of the Committee 
on Appropriations on August 27. As the result of the con- 
fusion which followed, the President on September 19 sent to 
the Secretary of the Treasury and to each head of department 
a letter, in which he again called attention to his instruction of 
July 10, and clearly set forth that, in his opinion, Congress 
could pass no law which would estop the President from obtain- 
ing from administrative officers such information as he may 
desire. The President's attitude in relation to the budget may 
best be expressed in his own language : 

Under the Constitution the President is intrusted with the executive 
power and is responsible for the acts of heads of departments and their 
subordinates as his agents, and he can use them to assist him in his 
constitutional duties, one of which is to recommend measures to Congress 
and to advise it as to the existing conditions and their betterment. * * * 
If the President is to assume any responsibility for either the manner 
in which business of the Government is transacted or results obtained, 
it is evident that he cannot be limited by Congress to such information 
as that branch may think sufficient for his purposes. In my opinion, it 
is entirely competent for the President to submit a budget, and Congress 
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can not forbid or prevent it. It is quite within his duty and power to 
have prepared and to submit to Congress and to the country a state- 
ment of resources, obligations, revenues, expenditures, and estimates in 
the form he deems advisable. And this power I propose to exercise. 

In order that there might be no mistake with respect to the 
duty of administrative officers, the President further said : 

In conclusion, therefore, my instruction is to print and send to Congress 
the forms of estimates required by it of officers, without delay ; also to 
have sent to me the information asked for in my letter of July io, 1Q12. 
This will be made the basis for review, revision, and summary state- 
ment in the form of a budget with supporting documents which may be 
sent to Congress by special message as the proposal of the adminis- 
tration. 

I have given to you this short historical sketch of what has hap- 
pened at Washington, in order to clear the way for a discussion 
of the proposals of the President so far as these relate to fixing 
both executive and legislative responsibility for the inefficiency 
and waste due to lack of intelligence in making and approving 
plans for work to be undertaken and due to conditions attached 
to appropriations which make it difficult to execute plans after 
they have been approved. 

Budget Procedure Recommended by the Commission 

As related to the location of responsibility, the budget pro- 
cedure which is recommended by the Commission is as follows : 

1 . That preliminary bureau estimates should be prepared by 
the technical experts in charge of the work — thereby making 
available to the Cabinet officer and to the President the infor- 
mation and the opinions of those who are in a position to under- 
stand both the character of the work to be done and practical 
conditions to be met. 

2. That these preliminary bureau estimates should be submit- 
ted first to department heads — in order that the Cabinet officer 
as departmental executive may consider the request of each 
bureau in relation to the work of the department as a whole. 

3. That preliminary departmental estimates having thus been 
prepared by bureau heads and reviewed by the Cabinet officer 
in charge, they would then be submitted to the President with 
the recommendations of the Cabinet officer. 
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4. That the President would then have the preliminary de- 
partmental estimates and the recommendations of the heads of 
departments compiled and analyzed by some one representing 
him as Chief Executive — in order that the requests of each 
bureau and the recommendations of each Cabinet officer may 
be readily understood and considered in perspective. 

5. This having been done, the President, with his Cabinet, 
would consider each request and recommendation for the pur- 
pose of deciding what the President as the responsible head of 
the administration shall submit to Congress as a request for 
appropriations, and what changes in law will be asked for to 
enable the Executive to transact the business of the Government 
with greatest economy and efficiency. 

6. Final conclusion as to what the administration will stand 
for having been reached, not only with respect to requests for 
appropriations, but also with respect to methods of financing, 
these conclusions would be summarized in the form of a definite 
budget which would be sent to Congress and at the same time 
laid before the country through the President as the constitu- 
tional head of the administration. 

Essential Differences Between the Present and the Proposed 

Method 

The differences between the method at present employed and 
the plan proposed by the President in his special message of 
June 27 last are these : 

First : At the present time Congress, by law, requires the 
many heads of departments and establishments to report esti- 
mates to Congress direct without providing for revision or re- 
view by the President ; the President takes the position that it will [* 
not only locate responsibility for proposals made, but will add 
very materially to the efficiency of the executive branch of the 
Government if plans for future work be prepared by heads of 
bureaus and establishments as the subordinates of the President 
who, under the Constitution, is made responsible for their acts. 

Among the results which it is thought that this change in 
method would accomplish are these : 

It would improve discipline by making the heads of bu- 
reaus and offices feel a more direct responsibility to 
superior officers. 
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It would establish greater solidarity and unanimity of 
official actions, in that it would bring departmental offi- 
cers into more direct dealing with the President. 
It would give to executive officers a greater sense of re- 
sponsibility in the making of plans for future work as 
well as for the consideration of results of past work which 
would be reported as a basis for legislative consideration 
of the budget submitted. 
Executive heads, knowing that they would be called upon 
by the President to render a strict account of steward- 
ship, would take their responsibility for supervision and 
control more seriously ; they would insist on having the 
information made available which is necessary to enable 
them to think about the business of the department and 
to confer intelligently with the President about it. 
It would do away very largely with personal politics and 
" understandings " as a means of obtaining funds for the 
support of bureau and local activities. 
It would require the officer in charge of a bureau or sub- 
division to depend on his superior instead of constantly 
circumventing him — in many instances working openly 
against him — in order that he may find more favorable 
standing with Members of Congress. 
It would make necessary the keeping of records and the 
making of reports, instead of having the plans of work 
decided in a committee room behind closed doors on 
oral statements of persons in charge of work, statements 
based on personal experience and carefully guarded as 
the stock in trade of the officer or the committeeman. 
Second: At the present time the preliminary estimates of 
departments are sent to the Secretary of the Treasury, who acts 
as an editor and messenger for Congress ; the President takes 
the position that it will not only locate responsibility, but will add 
much both to the economy and to the efficiency with which plans 
are made for future work, if these plans are submitted to Con- 
gress and to the country by the President with such supporting 
data as may be necessary to the consideration of every question 
of public policy which is involved. 

Among the results which it is thought that this change in 
method would accomplish are the following : 
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It would require that the President, with his Cabinet, shall 
carefully consider every detail necessary to protect ex- 
ecutive responsibility for proposals made, before they 
are submitted. 
It would require that the information with respect to past 
work of the Government as well as the information with 
respect to work to be undertaken, should be in such de- 
tail and so classified and summarized as will enable the 
President and his Cabinet to consider every question of 
public policy related to work proposed before submitting 
the budget. 
This information having been collected for the benefit of 
the President and the heads of departments, it would be 
available for Congress and for the public. 
Third : At the present time Congress assumes responsibility 
for submitting the first formal proposal for financing future 
ivork, as a result of which it is necessary for it to submit the 
preliminary estimates to committees who, in the nature of things, 
cannot report until near the end of the session ; the President j 
takes the position that it will not only place responsibility where \ ^ 
it belongs, but it will add materially to the information of Con- 
gress and to the efficiency of the executive branch of the Gov- 
ernment to have a definite, concrete, well-considered, under- 
standable request for appropriations, with recommendations as 
to methods of financing laid before Congress at the time it 
convenes. 

Among the results which it is thought that this change in 
method would accomplish are these : 

Those who are asked to prepare preliminary estimates 
would do so knowing that they were dealing with their 
official superiors and therefore would be under the 
necessity of dealing frankly and open-handedly with 
them they would also have every inducement to give to 
such officers the best information with respect to each 
proposal submitted as a means of enabling their official 
superiors to represent them most ably. 
Knowing that their estimates as well as the recommenda- 
tions of heads of departments would be considered by 
the President, there would be the same motive as at 
present for each head of bureau to advance the claims of 
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his service, and there would be the added advantage of 
having the conclusion reached in conference made a part 
of an executive program which could be thought about 
and understood by the country as well as by individual 
Members of Congress. 

Instead of being required to wait until Committees on Ap- 
propriations had reported before questions of changes 
in organic law, recommended by heads of bureaus and 
departments, would be considered, these would be laid 
before Congress at the beginning of the session ; this 
would enable Congress to refer these requests to proper 
committees and to have action taken on their recom- 
mendations while the Committees on Appropriations 
were at work on the estimates. 

Instead of being put to the necessity of loading up the bills 
prepared by regular Committees on Appropriations with 
" riders," because there is no time remaining for inde- 
pendent consideration, the Committees on Appropria- 
tions could formulate their bills on the action taken by 
Congress on each subject submitted for constructive leg- 
islation at the beginning of each session. 

When the Committee on Appropriations reported its con- 
clusions in the form of a bill, each Member of Congress, 
and the country as a whole, would be in a position to 
form an intelligent opinion about the significance of its 
recommendations, since the same information would be 
available to all. 

Instead of having hundreds of millions of dollars voted 
away by Congress within a single day, without question 
raised by any Member on the floor, appropriation bills 
would necessarily be discussed at length, as they would 
also be discussed by the press and through other 
agencies of publicity. 
Fourth : At the present time the conditions attached to ap- 
) propriations are such as to rob the Government and the country 
!of benefits to be derived through the exercise of Executive dis- 
cretion with respect to questions of business that cannot be 
properly considered a year ahead of their occurrence; the 
* President takes the position that it will not only locate responsi- 
i bility where it belongs, but it will add very much to the efficiency 
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and economy with which business is done, if the conditions at- ; I 
tached to appropriations are limited to questions of general \ 
policy and do not hamper the officer in the use of judgment 
with respect to the details of work to be done. 

Among the results which it is thought that this change in 
method would accomplish are these : 

Upon the information which is submitted with the budget, 
and such further information as may be developed 
through legislative inquiry after the submission of the 
budget, Congress will assume responsibility for deciding! 
what work shall be done ; what shall be the organization \ \ 
provided for doing work ; what amounts or funds are \ 
to be voted. 
Congress would also assume responsibility for deciding i 
what conditions will be attached to appropriations as a IX 
matter of general law. 
Subject to these conditions of general law, the head of 
each department would assume responsibility for decid- 
ing how the money will be spent, to the end that he 
may use his organization and do the work for which he 
is made responsible, with greatest economy and efficiency. 
By giving to the Executive the right to decide what is best 
adapted to the accomplishment of a given end, i. e. t 
what shall be purchased or contracted for, what prices 
shall be paid — by requiring that the responsible officer 
shall render an account that will reflect the efficiency of 
each employee as well as of his organization as a whole, 
and the economy with which expenditures are made — 
the cost of doing public business may be very materially! t, 
reduced, and the character of the service rendered cor- * 
respondingly improved. 
Fifth : At the present time there is no adequate means pro- 
vided for locating executive responsibility for inefficiency and 
waste ; the President takes the position that the plan proposed 
will not only locate executive responsibility for the efficiency 
with which plans are made, but also will locate executive re- 
sponsibility for the economy and efficiency with which plans 
are executed. 

The means proposed for locating executive responsibility for 
the efficiency and economy with which plans are made, and the 
work authorized is executed, are as follows : 



1 2 THE BUDGET AND RESPONSIBILITY 

Congress should attach to all funds appropriated, as a 
provision of general law, the following conditions : 

(a) that before any part of any appropriation or fund 
is encumbered or expended, allotments to subor- 
dinates for work to be undertaken by them shall be 
made; 

(b) that each allotment shall be based on estimates 
prepared by officers in charge of the work ; 

(c) that estimates prepared as a basis for allotment 
shall be expressed in the same detail as expendi- 
ture accounts are required to be kept and reported ; 

(d) that in case the estimate is for work of a char- 
acter which has heretofore been carried on, it shall 
be supported by comparative expenditure data ; 

(e) that the estimates prepared as a basis for allot- 
ment be submitted to the heads of the department 
or establishment to which the appropriation runs ; 

(f) that the estimates for allotments thus prepared 
and submitted shall be considered by the head of 
the department in relation to the amount and pur- 
pose of the appropriation which has been made 
available ; 

(g) that after the requests for allotments have been 
so considered and decision is reached that an allot- 
ment should be made, an advice of allotment setting 
forth the amount alloted for each purpose shall be 
formally executed and made a matter of public 
record ; 

(h) that as a means of giving publicity to the allot- 
ment so made a copy would be sent to the Depart- 
ment of the Treasury for the information of the 
Auditor, and also a copy to the Clerk of each House 
for the information of Congress ; 

(i) that whenever it may seem desirable to rescind or 
modify any allotment, that these rescindments of 
allotments shall be made in the same formal 
manner ; 

(j) that fund accounts shall be kept in such manner 
as to show : ( I ) the allotments and unalloted bal- 
ances of appropriations, (2) the encumbrances and 
the unencumbered balances of appropriations and 
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allotments, (3) the unexpended balances of appro- 
priations, (4) the balance still subject to requisitions 
for cash, and (5) the available balance in the hands 
of disbursing officers ; 
(k) that expenditure accounts be so kept as to show: 
(1) the cost by allotments, by jobs or subdivis- 
ions of work under allotments, and (2) that each of 
these be kept and reported in such an analysis as 
would show the amount expended for salaries and 
wages, supplies, materials and other articles, or 
object of expenditure in the manner prescribed by 
the Comptroller of the Treasury, in order that the 
information produced may be summarized and re- 
capitulated for each service, for each department, 
and for the Government as a whole. 
By requiring each executive head to assume responsibility 
for saying how he proposes to spend his appropriations 
before any action is taken, and by requiring him to keep 
an up-to-date analysis of expenditures which will show 
how the money has been spent, as well as the character 
of results which have been obtained, and by making both 
the "fund accounts" and the " expenditure accounts" 
public records to which any one who may be interested 
may have access (subject to such reasonable rules as 
may be prescribed for the protection of the office) ; by 
providing further for a system of reporting which will 
make these facts regularly available to executive officers 
and periodically available to the public, any attempted 
subversion, any result which may show inefficiency in 
the organization, any waste which may be due to lack of 
proper attention or supervision, would be a matter which 
no chief executive could afford to overlook ; 
Should it happen that an executive officer desired to 
use funds wastefully or in a manner not intended, the 
President could not afford to assume responsibility for 
his action or continuation in the service. Nor would 
Congress be lacking in the means necessary to protect the 
best interests of the public, if the evidence necessary for 
locating executive responsibility were at all times at hand. 
This is the alternative proposed to the present method of 
transacting public business behind closed doors and in the dark 



14 THE BUDGET AMD RESPONSIBILITY 

— the legislative branch dealing with the executive branch as 
under suspicion, the administrative officer withholding informa- 
tion from Congress and the public on the theory that he is to be 
placed on trial and must appear as a witness for his own prose- 
cution — therefore the less said the better. 

Proposals of the President Based on Common Experience and 

Common Sense 

These proposals of the President are based on common ex- 
perience and common sense. They are supported by the best 
judgment and the best experience which has been gained in 
organization and management of corporate bodies, both public 
and private. While officers of a private corporation are not or- 
dinarily limited by law in such manner as to make it necessary 
for them to act under formal appropriations, it is the ordinary 
method of transacting business to have the president of a corpo- 
ration lay before the board, at its annual meeting, a report 
which is also made available to citizens or stockholders ; it is 
common experience for the president, as the responsible head 
of the executive branch, to set forth what has been done during 
the past year and what it is proposed that the corporation should 
do during the next year ; it is common experience for the presi- 
dent, as the head of the administration, to accompany his pro- 
posals with estimates ; it is common experience for the execu- 
tive, as the head of the administration, to submit estimates with 
recommendations as to how proposed expenditures shall be 
financed. These data are submitted to the board and made 
available to the public or the stockholders as a basis for con- 
sideration before authorization is given to go ahead. On the 
character of the report submitted, as well as the character of 
proposals made, the president of a corporation expects to ob- 
tain the support and cooperation of the board, in so far as his 
record may entitle him to support and his report and proposal 
may in their judgment accord with the ends and purposes of 
the institution which they represent. When the proposal of the 
executive is thus clearly stated, responsibility for action taken is 
definitely located. In case there is a division of opinion 
between the board and the executive, their differences are clearly 
defined and may be acted upon by stockholders or citizens, as 
the case may require. It would be little less than insane for the 
trustees of a private corporation, as the representatives of stock- 
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holders, to pass a by-law requiring that each department and 
division head shall report to the board direct what he may think 
ought to be done with the estimates of costs, without having 
these matters first passed upon by his executive superior. 
Under such circumstances the board could not expect to act 
on the best advice ; what they could expect arid invariably would 
receive would be proposals for expansion and corresponding 
proposals for expenditures that would bear no relation to the 
ability of the corporation to finance them. Such a requirement 
is just as adverse to intelligent planning and to the economic 
execution of plans in government work as they would be if im- 
posed by the board on a private corporation. It is this method 
that the President is undertaking to supplant. 

The Budget as a Means of Locating Congressional Responsibility 

Having before them a definite statement as to what it is that 
the President assumes responsibility for, having before them the 
brief of the administration supporting each proposal, then the 
responsibility of each Member of Congress will also be just as 
clearly marked. As each Member would have before him at 
the beginning of the session a statement of facts about each 
question in which he or his constituency may be interested, 
each Member and each committee would be in a position at 
once to go into each item or question submitted, and in case 
any detail necessary to complete understanding was lacking, to 
ask that this detail be supplied. The effect of such a proposal 
as is made by the President would be to make each Member of 
Congress free to think, to speak, and to vote as he chooses on 
each proposition for which the President assumes responsi- 
bility ; he would be able to act independently instead of being 
led around by the nose by some one, or some few, who may 
have a monopoly of information. But while each Member is 
thinking and speaking and voting, citizens may likewise be 
thinking ; the press may be speaking ; the constituency of each 
Member may be busy " instructing their representative " as to 
which proposals of the administration or of Congress are at 
variance with their views. 

One proposal of the President deserves special consideration, 
viz., that in case Congress may see fit to bring in new measures 
— measures requiring appropriations not contemplated in the \ 
budget submitted by the President — that such measures should 
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be submitted as a separate bill, instead of being injected as a 
" rider " on the regular bill. The advantage of such a proposal 
is obvious. It puts responsibility where it belongs. It gives to 
the President the same opportunity to consider and act inde- 
pendently on proposals for appropriations originating in Con- 
gress that Congress has with respect to proposals originating 
with the administration. 

The Difficulties which Lie in the Way of the President 

In giving this enlarged interpretation to executive responsi- 
bility under the Constitution, President Taft has undertaken a 
task the difficulties of which can scarcely be comprehended. 
Not only has the Government never had a budget, but it has 
never had a balance sheet ; it has never had an operation ac- 
count ; it has never known how it stood financially ; it has never 
had any means for reviewing its contracting and purchasing 
relations ; it has never had the information necessary for con- 
sidering questions of economy and efficiency of service ren- 
dered. As a safeguard against ignorance and official irresponsi- 
bility, the service has been bound up in a mass of red tape that 
makes efficient management impossible. Instead of being able 
to base his proposals on accounts and reports such as are 
ordinarily available to a corporate executive, the President is 
put to the extremity of requiring reanalyses of all the transac- 
tions of the past two years. He is also put to the necessity of 
having the estimates prepared on entirely new lines. This 
could not be done before the last fiscal year was completed — 
July i . The mass of detail which must be analyzed and sum- 
marized is only suggested when we consider that the Govern- 
ment is engaged in practically every kind of undertaking known 
to private concerns, and on a scale that puts executive attention 
and judgment to the severest test. That the first budget sub- 
mitted cannot be all that may be desired is certain ; but if, 
through this first submission, the people of the United States 
may have laid before them a picture of what it is that Congress 
is asked to finance, and the way be pointed out for locating re- 
sponsibility for failure to provide adequately for welfare needs, 
an end will have been achieved that will make it as impossible 
to continue to do business by the methods that have obtained 
as it would be for the American people to revert to coach and 
pillion after the introduction of the railroad and the automobile. 
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